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DEPARTMENT OF EDUCATION 
STATE OF LOUISIANA 
Baton Rouge, Louisiana 
 
As part of our audit of the State of Louisiana’s financial statements for the year ended June 30, 
2006, we considered the Department of Education’s internal control over financial reporting and 
over compliance with requirements that could have a direct and material effect on a major 
federal program; we examined evidence supporting certain accounts and balances material to the 
State of Louisiana’s financial statements; and we tested the department’s compliance with laws 
and regulations that could have a direct and material effect on the State of Louisiana’s financial 
statements and major federal programs as required by Government Auditing Standards and U.S. 
Office of Management and Budget Circular A-133.   
 
The Annual Fiscal Report of the Department of Education is not audited or reviewed by us, and, 
accordingly, we do not express an opinion on that report.  The department’s accounts are an 
integral part of the State of Louisiana financial statements, upon which the Louisiana Legislative 
Auditor expresses opinions. 
 
In our prior management letter on the Department of Education for the year ended June 30, 2005, 
we reported findings relating to inadequate controls over the Migrant Education State Grant 
Program, untimely fiscal monitoring and reporting, the theft of computers, inadequate 
subrecipient monitoring over single audit reports, and the failure to develop a disaster recovery 
plan.  The findings relating to inadequate controls over the Migrant Education State Grant 
Program, untimely fiscal monitoring and reporting, the theft of computers, and the failure to 
develop a disaster recovery plan have been resolved by management.  The finding relating to 
inadequate subrecipient monitoring over single audit reports is addressed again in this letter. 
 
Based on the application of the procedures referred to previously, all significant findings are 
included in this letter for management's consideration.  All findings included in this management 
letter that are required to be reported by Government Auditing Standards will also be included in 
the State of Louisiana’s Single Audit Report for the year ended June 30, 2006.   
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Untimely Completion of A-87 Payroll Certifications 
 
The Department of Education (DOE) did not ensure that certifications for payroll 
expenditures charged to federal programs were completed and reviewed on at least a 
monthly basis.  Office of Management and Budget (OMB) Circular A-87, “Cost 
Principles for State and Local Governments,” states that where employees work on 
multiple activities or cost objectives, a distribution of their salaries must be supported by 
personnel activity reports or equivalent documentation reflecting an after-the-fact 
distribution of the actual activity.  These personnel activity reports must be prepared at 
least monthly, must be signed by the employee, and must be based on work performed 
and not on budget. 
 
An expanded test of biweekly payroll certifications showed 12 of 154 (8%) of 
certifications tested were not completed within a month of the pay period ending date.  
All late certifications were for the Division of School and Community Service 
employees.  The number of days between the pay period ending date and the date of the 
late certifications ranged from 38 to 89 days. 
 
In addition, two payroll certifications for one former employee were missing. An 
assistant superintendent prepared and provided a notarized affidavit to replace one of the 
missing certifications, stating this employee was no longer employed by the department 
and had not completed the certification before separation from DOE.  She reported she 
was this employee’s supervisor, was aware of the employee’s activities during that pay 
period, and certified how the employee’s time was divided among three different federal 
programs for this pay period based on a review of the employee’s work product.  This 
affidavit was completed after our request for the certification and eight months after the 
pay period.  The assistant superintendent later reported she could not provide the work 
product on which she had said she based her certification and that she had actually used 
budget projections as the basis for the certification.  Because of these weaknesses, DOE 
may not be able to ensure expenditures charged to federal programs are fairly and 
accurately allocated.   
 
Management should establish and enforce policies and procedures for completing and 
reviewing timely A-87 payroll certifications.  Management concurred with the finding 
and outlined a corrective action plan (see Appendix A, pages 1-2). 
 
Inadequate Subrecipient Monitoring Over Single Audit Reports 
 
For the second consecutive year, DOE did not adequately follow up on single audits of its 
subrecipients.  OMB Circular A-133 requires pass-through entities for federal awards to 
(1) ensure subrecipients expending $500,000 or more in federal awards during a fiscal 
year have a single audit; (2) issue a management decision on audit findings within six 
months after receipt of the subrecipient’s audit report; and (3) ensure the subrecipient 
takes appropriate and timely corrective action.  OMB Circular A-133 further states that a 
management decision means the evaluation by the pass-through entity of audit findings 
and the issuance of a written decision as to what corrective action is necessary. 
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In a test of four single audit reports containing findings that DOE received from 
subrecipients, DOE failed to issue timely management decisions for certain findings in 
three reports (75%).  One of these decisions was issued two months late, one was issued 
three months late, and one has not yet been issued although the due date was over two 
months ago. 
 
Management has failed to adequately stress the importance of a timely followup on single 
audits of its subrecipients.  Inadequate resolution of findings from the single audits of 
subrecipients results in DOE’s noncompliance with federal regulations and could result 
in repeat findings in subsequent single audits of subrecipients, including possible 
continued misuse of federal funds by subrecipients.  
 
The department should issue management decisions on findings in single audits of its 
subrecipients within six months after receipt of the subrecipient’s audit report and ensure 
the subrecipient takes appropriate and timely corrective action.  Management concurred 
with the finding and outlined a corrective action plan (see Appendix A, pages 3-4). 
 
Inadequate Fiscal Monitoring 
 
DOE has not implemented adequate internal control to ensure that federal regulations and 
departmental policies regarding fiscal monitoring of federal awards are followed.  
Various regulations and policies govern fiscal monitoring of subrecipients including the 
following: 
 

 OMB Circular A-133 requires a pass-through entity of federal awards to 
inform subrecipients of the Catalog of Federal Domestic Assistance 
(CFDA) program title and name of the federal awarding agency; issue a 
management decision on audit findings within six months after receipt of 
the subrecipient’s audit report; and ensure the subrecipient takes 
appropriate and timely corrective action.  

 OMB Circular A-87 states that when employees are expected to work 
solely on a single federal award or cost objective, charges for their salaries 
and wages should be supported by periodic certifications that the 
employee worked solely on that program for the period covered by the 
certification.  These certifications should be prepared at least semi-
annually and signed by the employee or supervisor having first hand 
knowledge of the work performed by the employee.  Pass-through entities 
of federal awards are required to determine if subrecipients are complying 
with this requirement. 

 20 USC 6721(c) states that a Local Educational Agency (LEA) may 
receive funds under Title 1 only if state and local funds will be used in 
participating schools to provide services that, taken as a whole, are at least 
comparable to services that the LEA is providing in schools not receiving 
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Title 1.  State Educational Agencies are required to determine if LEAs are 
complying with the comparability requirements. 

 DOE policy AP 6.15 requires that corrective action plans address findings 
with questioned costs in a timely manner.  Grant administrators should 
notify Appropriation Control of any disallowed cost to be returned to DOE 
and any approved repayment schedule. 

Our consideration and testing of department fiscal monitoring noted the following: 
 

 In a test of award letters to subrecipients for 11 federal programs, DOE 
misidentified the federal awarding agency on one and did not include the 
correct CFDA title on another. 

 In a test of DOE’s followup to findings in 10 fiscal audits performed by 
the DOE Education Finance department, management decisions were not 
issued within six months of the original report date for four findings noted 
in three audits.  Two management decisions were issued four and six 
months late.  Two management decisions had not been issued 15 months 
after the report date. 

 In a test of two Education Finance fiscal audits of subrecipients, DOE 
auditors failed to take exception when subrecipients did not have 
appropriate A-87 payroll certifications to support payroll charges to 
federal programs.  In one instance, certifications were not on file.  In 
another, the certifications were dated four months before the end of the 
covered period.  Rather than documenting these exceptions and ensuring 
that the subrecipients developed a corrective action plan, the DOE 
auditors encouraged the subrecipients to prepare notarized affidavits 
certifying that the employees had worked 100% on the federal programs 
charged, despite the fact that over two years had passed since the payroll 
charges had occurred.  

 In four of 24 subrecipient program reviews (17%) considered, we found 
no evidence that DOE monitors had reviewed Title 1 comparability 
requirements. 

 For one subrecipient, DOE program monitors failed to establish a timeline 
to repay $2,050 in disallowed costs and failed to notify Appropriation 
Control of the disallowed costs.  

Management has not adequately emphasized the importance of subrecipient monitoring.  
Inaccurate dissemination of award information results in DOE’s noncompliance with 
federal regulations.  Failure to issue timely management decisions and to require 
subrecipients to develop corrective action plans for the department’s findings could result 
in repeat findings in subsequent audits of subrecipients, including the possible continued 
misuse of federal funds by subrecipients. 
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Management should ensure that federal regulations and departmental policies regarding 
fiscal monitoring of federal awards are followed.  Management concurred with the 
finding and outlined a corrective action plan (see Appendix A, pages 5-10). 
 

The recommendations in this letter represent, in our judgment, those most likely to bring about 
beneficial improvements to the operations of the department.  The varying nature of the 
recommendations, their implementation costs, and their potential impact on the operations of the 
department should be considered in reaching decisions on courses of action.  Findings relating to 
the department’s compliance with applicable laws and regulations should be addressed 
immediately by management. 
 
This letter is intended for the information and use of the department and its management and is 
not intended to be, and should not be, used by anyone other than these specified parties.  Under 
Louisiana Revised Statute 24:513, this letter is a public document, and it has been distributed to 
appropriate public officials. 
 

Respectfully submitted, 
 
 
 
Steve J. Theriot, CPA 
Legislative Auditor 
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